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The other evening I had an opportunity for a short visit with
Conna May, Executive Secretary of the Dude Ranchers’Associ
ation and several members of his board of directors. I received
some good news from them—bookings for the 1963 season are
running ahead of normal for this time of year. Let’
s hope the
trend continues.
The people who make their living as dude ranchers and/or
. outfitters and guides are an extremely important segment of
the outdoor recreation industry in Montana. They are par| ticularly important to the industry and the state because of
certain characteristics of their business.
First, the character of their clientele is such that their influ
ence on the image of the state is more important than the vol’ ume of bookings alone would indicate. A large proportion of
their customers, from all sections of the country, are profes
sional and technical people. A guest list will typically include
bankers, lawyers, judges, doctors, business executives, and
[ others of like calibre. In terms of Montana’
s image in other
states these people can exert enormous influence. How they
are received and treated in Montana could certainly have a
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bearing on some future business project or venture within the
state.
Second, the outfitters and dude ranchers bear a double
responsibility because of the small number of other contacts
made by many of their customers. Some of the customers
drive to the ranch and, as a result, have an opportunity to come
in contact with a number of our business people. However,
apparently a considerable proportion arrive by plane or train.
The rancher or outfitter meets these customers and takes them
directly to the ranch. After the vacation the customer is re
turned directly to his homeward bound transportation. Thus
the rancher or outfitter becomes an extremely important con
tact in building the image of the state.
Finally, most of these dude ranchers and outfitters travel
extensively during the off season arranging bookings for the
coming year. Again in a very real sense they are traveling
ambassadors for the state. The impression they create at the
travel and sports shows, in contacts with small groups of pro
fessional and business executives and in their many contacts
with the general public, helps to shape the image of Montana.
The dude ranchers are aware of their responsibility and
opportunity to create a favorable image of Montana in the
minds of their guests. The same can be said of many others
directly engaged in the outdoor recreation industry. However,
everyone who may come into contact with the out of state
visitor must remind himself frequently that, for a moment, 1
he becomes “
Mr. Montana.”Warmth and friendliness are eco
nomic assets just as lumber, cattle, or copper. It is important
that we use all of these assets in the development of our state.

Paul £. Blcutuyieu
Dean and Director

Ramblings Through Brazil
JACK J. KEMPNER
Professor of Business Administration
Montana State University, Missoula

The only other country in the Western Hemisphere compar
able in size to the United States is our potentially colossal neigh
bor, Brazil. Canada has a larger land mass than either the
United States or Brazil but so much of it is influenced by arctic
or sub-arctic climate that it is doubtful if it will ever surpass us
in population or industrial growth. On the other hand Brazil
is expected to have a larger population than the United States
by the year 2,000. When or if it will ever surpass us in indus
trial growth is open to question, but the potential does exist and
that is what makes the country interesting.

Economic Aspects
I have spent nine months in Sao Paulo at the time of writing
this article and had assumed up to now that I knew something
about economics. Brazil, however, seems to defy all of the
conventional laws of economics. Since World War II it has
consistently suffered from inflation and has witnessed a more
severe form of it for most of the past ten years. Its government
has been extremely unstable and is only now beginning to
settle down—at least everyone hopes so. For most of the years
since the second world war, Brazil has had an unfavorable
balance of trade. For obvious reasons Brazilian nationals have
steadily lost confidence in their own monetary unit, the cru
zeiro, and there has been a constant flight of badly needed
capital to the United States and the secret bank accounts of
Switzerland. Such a course of action may not be patriotic
but it makes sense to the individual who doesn’
t enjoy watch
ing his money melt in the inflationary cauldron. For some un
explained reason, the government officials do their utmost

10

MONTANA BUSINESS QUARTERLY

to discourage investments from abroad even though they pro
fess to seek foreign investments. American private capital in
Brazil is quite large but new investment in 1962 dropped to
$60 million from $260 million the year before.
Despite all of these shortcomings, the economic and industrial
growth of this country is phenomenal. The rate of growth dur
ing the past ten years has been estimated to be about 7 percent
annually (although in 1962 it slipped markedly to 3 percent).
I should point out that this growth and prosperity is not evi
dent in the entire nation but is confined to the South, primarily
around Sao Paulo; more of Sao Paulo later.

I nflation
Inflation is always intriguing, especially when it happens
to someone else; and you might be interested in how it has
affected my family over the past nine months. The increase
in the price level during 1962 was estimated to be about 58
percent, whereas the average in the preceding two years was
48 percent and 30 percent respectively. Price level percentages
are cold figures, though, unless tied to actual things we buy.
When I arrived with my family in July, 1962, suitable housing
accommodations were available for about 90,000 to 100,000
cruzeiros a month ($230 at the rate of exchange existing at the
time). We didn’
t want to rush into a rental arrangement
before learning more about the different sections of the city
and at first decided to move slowly. Within a few weeks, how
ever, prices began to inch up—in 10,000 cruzeiro leaps. Need
less to say, we quickly rented a house! Today, April, 1963, simi
lar houses rent from between 200,000 to 250,000 cruzeiros. Taxi
cabs went on strike in January and were given a 66 percent
increase in one lump sum. High octane gasoline prices jumped
over 100 percent at the same time. In July, 1962, a steak dinner
at a good restaurant cost about 400 cruzeiros; today the same
dinner costs about 1,000. One could list other items from food
to automobiles that have traveled the same road, but these
examples should give one an idea of what happens.
Much of the sting of inflation is cushioned for Americans and
other foreigners who are paid in hard currencies. As the
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purchasing power of the cruzeiro declines, its relative position
to the dollar and other hard currencies also declines. However,
the task of exchanging dollars for cruzeiros can be as exciting
or frightening (depending upon your gambling instincts) as
speculating on the stock market. There are two rates of
exchange in Brazil. One is the official rate, controlled rigidly
by the government. The other is the black or free market,
sometimes referred to as the parallel market. Theoretically,
everyone is supposed to exchange his money at the official rate,
but there are cambios (money exchange dealers) throughout
the country. Their rates are published in the newspapers daily
and there is no social, moral, or legal stigma attached to trading
with them. In fact, unless you are importing or exporting
through official government channels, you are expected to do
your trading with these cambios. The rate in this parallel
market is generally higher than the official rate. For example,
when I arrived in Brazil this rate was 430 cruzeiros to the dollar,
while the official rate stood at 350. By December the cambio
rate had climbed to 830, whereas the official rate had moved
to only 475. At the moment there has been some regression in
the free market to 630 and I am still kicking myself in hindsight
for not buying more cruzeiros at 830. Checking the exchange
rate daily becomes quite a game. How much money should I
buy today, or will the rate climb tomorrow and hadn’
t I better
wait? “
Smart”money is betting on a rate of 1,200 by the end
of 1963. Las Vegas was never as much fun.
Why such spiraling inflation, and when is it going to end?
As a foreigner in Brazil for only a few months, I don’
t claim
to know all the reasons nor do I profess to know any of the
answers. Some factors, however, are obvious even to the most
casual observer. The demand for both durable and soft goods
far exceeds the supply, especially in the industrialized South,
and thus there is constant pressure on prices. Anything manu
factured can be sold. Despite the amazing industrial growth
there is need for additional capital to expand plant facilities,
but as pointed out above, much of the investment capital is
flowing to hard currency areas. Until quite recently there
had been no restraints on short-term bank credit, so that the

12

MONTANA BUSINESS QUARTERLY

money supply was constantly increasing. Huge government
deficits have added to the dilemma and are the result of sev
eral factors. The government has overzealously subsidized
many basic commodities such as wheat and oil and has kept
tariff rates on publicly owned transportation facilities at ridic
ulously low levels. Income tax laws exist and are theoretically
adequate to balance the budget but actual collections are only
a fraction of what they should be. The monstrous cost of build
ing the new capital of Brazilia had to be financed out of current
revenues which of course were inadequate. Severe inflation
precludes the government from financing its deficits through
the device of long-term bonds, and it has constantly resorted
to the printing press instead. Year after year these presses
have worked overtime, with the inevitable disastrous results.
In recent weeks, prodded by the U. S. Congress and State
Department, the government has talked about taking drastic
steps to eliminate some of the obvious evils outlined above.
Whether these remedies, which look good on paper, can stem
the tide remains to be seen. I mentioned earlier that Brazil had
been defying all of the conventional laws of economics and had
been getting away with it. I might also add that thoughtful
citizens are wondering today if these laws can be defied forever.

Sao Paulo
My personal views of Brazil are definitely influenced by Sao
Paulo (pronounced San Powlu), since I have spent most of my
time here, but this city is unlike the rest of Brazil, and there is
always the danger of assuming it is typical rather than unique.
It is no exaggeration to claim that B razil’
s future as an indus
trial power is dependent upon Sao Paulo. The Paulista refers
to his city and state as the locomotive that pulls the rest of the
train which is Brazil. Many of them, in moments of short
sightedness, sincerely believe they would be better off if they
seceded from Brazil.
In most underdeveloped countries, a middle class is non
existent, but this is not the case in Sao Paulo. It is rapidly
developing a large, affluent middle class which is its greatest
bulwark against Communism. To digress a moment, there are
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many nationalists here who are often accused of Communist
leanings. On the contrary, these are people who to a greater or
lesser degree wish to see Brazil stand on its own feet without
help from outside sources, including the United States. The
sincere nationalist is not necessarily anti-American, he is simply
pro-Brazilian; and although I disagree with his views, I cannot
wholly condemn a man for wanting to be proud of his own
country and independent of others.
Sao Paulo has often been likened to Chicago. It has about the
same population (but is growing faster), is a communications
hub and a great industrial complex. Although I have seen no
figures, I have heard it claimed that a new building is completed
in Sao Paulo every five minutes. One has only to observe the
enormous building activity to become convinced that the claim
is valid. And when it comes to beauty of design, we could take
lessons from the Brazilians. Many of their office and apartment
buildings far exceed anything I have seen in the United States.
They have developed a technique for using reinforced concrete
and are able to construct thirty and forty story buildings with
out using steel girders; something we have just begun to do
in the States. Of course, without rigidity of steel beams, the
architect is free to design any number of interesting shapes and
curves, which he does often with imagination and good taste.
In all fairness to our own architects, however, one has to admit
that Brazil is completely free of hurricanes, tornadoes, earth
quakes, and severe changes in temperature, so that there is
less need for the same degree of structural strength.
And unfortunately there is a common saying here that is all
too true—“
The Brazilian puts up a building and walks away
from it.”One seldom sees any preventive maintenance and
buildings often deteriorate rapidly. On rare occasions these
structures have also been known to collapse but never without
sufficient warning to save their occupants. A few years ago the
architect who designed a particular building was able to pre
dict, to the hour, when it would crumble. Apparently few
people thought to question the reason for its collapsing, for the
architect was duly lauded for his exceptional ability to make
such an exacting prediction.
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Perhaps the most spectacular industrial growth in Sao Paulo
can be claimed by the automobile industry. Eight years ago
there was no automobile industry. Today Sao Paulo is produc
ing 90,000 passenger cars and jeeps annually as well as 60,000
trucks and buses. Volkswagen is the largest producer of pas
senger cars with Mercedes Benz accounting for most of the
heavy trucks and buses. Aero Willys produces the jeep, as well
as the largest and most expensive passenger car in Brazil, and
boasts that its new 1963 model was entirely designed, engi
neered, and built locally.
The economic blessings of a healthy automobile industry
can have its shortcomings, too, and the traffic snarls in Sao
Paulo make New York or Chicago seem as deserted as U.S.
Highway 2 in a January blizzard. The city was just not built
for the thousands of new cars pouring onto its streets each
month. There are some one-way streets and traffic lights, to be
sure, but freeways and by-passes are still in the talking stage.
Real traffic enforcement is unheard of, and, in the rare cases
when one does get a ticket for a traffic violation, the fine may
amount to fifty cruzeiros (about eight cents at the present
rate of exchange). Since there were so few cars on the road
five years ago, most Brazilians have been driving for much less
time than that, and they act like it. There are no established
rules of the road and these small cars worm in and out of traf
fic to suit the whims of their maniacal drivers.
Fortunately my American car is built like a five-ton truck in
comparison. I’
ve been hit twice by Brazilian cars so far with
hardly a scratch on my own. One car hit me from behind when
I stopped for slow moving traffic. The car went under my rear
bumper and its hood folded in like a match box. My rear li
cense plate was bent a little. Another driver tried to squeeze
alongside while we were stalled in a traffic jam. His front
fender tangled with my rear bumper and in trying to extricate
himself, he tore a hole in his fender about the size of a basket
ball. I was unable to find a scratch on my bumper. Some day
the traffic problem will be solved, but in the interim I prefer
a taxi whenever possible.
Sao Paulo is a city of contrasts between the old and the new.

I
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Despite the huge industrial growth and millions of buyers in
the area, modern marketing methods have not yet taken hold.
It is a city of extremely small shops, with only one mediocre
department store worthy of the name. Much of the merchandise
in the better shops is artistically displayed, but their inventory
is often so small it could be stored in a good-sized bedroom
closet. Needless to say, many of these shops are marginal oper
ations and the turnover is high.
A few supermarkets have sprung up in the last couple of
years patterned very much on the style of those we see in the
States. Alongside of these few supermarkets, however, are the
numerous feiras or street fairs. Every day in the week in differrent sections of the city, dozens of street fairs spring up with
their countless small stalls loaded with everything from fish
to women’
s lingerie. The great bulk of their merchandise con
sists of fresh produce, grocery staples, organ meats, and live
poultry. When the weather is warm, some of these wares can
get awfully ripe. Since the individual stalls are set up right on
the street and may run for ten or fifteen blocks, you can imag
ine what happens to the traffic. At least they locate in different
sections of the city each day so that everyone is given an oppor
tunity to fight the traffic jams they engender.

Business Climate
Despite the rapid industrialization or perhaps because of it,
businessmen are forced to operate in an unsophisticated busi
ness climate. To an American businessman, and there are
about 2,000 of them in Sao Paulo alone, this climate serves as
a constant source of frustration. Mountains of paper work sur
round each transaction and receipts are used as abundantly as
paper clips. Furthermore, receipts are of little value unless
accompanied by government stamps. These stamps are pur
chased in advance and pasted on all receipts whenever money
changes hands. Checks are just beginning to find acceptance,
but are largely restricted to a commercial level at present. The
largest monetary denomination is a thousand cruzeiro note,
which is worth about $1.50 at the current rate, so that it is not
at all unusual to carry a briefcase full of money to pay a size-
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able bill. A five thousand note has been promised in the near
future and should prove helpful.
Communications are probably the worst handicap to efficient
business operation. Local mail is so slow and unreliable that
messengers are used for much inter-office communication. |
Of course there are telephones but the mere mention of the
word is sometimes enough to make a saint commit murder.
The cost of telephone service is very cheap—about fifty cents
a month for a private line and not very much more for a com
mercial one. The trick is to get a phone. You may put your name
on a waiting list and wait for as long as ten years to get one.
If there is a free line available in your area it is also possible
to buy a phone connection from another consumer, provided
you are willing to pay. the price. One of the large American
firms in Sao Paulo employs three thousand people and owns
two phones! They have offered three million cruzeiros (about
$5,000) for an additional line, but have been unsuccessful so
far. If you try to call this company, or many others in the same
situation, you will soon find it more expedient to send a mes
senger.
The reason for the deplorable telephone service becomes
obvious when you start comparing the cost of running a com
munications system against the revenue from government con
trolled rates. Since the utility constantly loses money, it under
standably refuses to expand or even properly maintain its
existing service.
But business can be and is transacted in spite of difficulties.
Since inflation climbed at the rate of 58 percent in 1962, with
sizeable increases in other years, you may wonder how it is
possible to borrow money if only for short-term purposes.
Money is available, of course, but with interest rates up to 12
percent per month (sometimes higher when you discount your
receivables or use black market channels). Naturally this rate
is not all interest, since it must compensate for inflation. I was
recently discussing the short-term money market in the United
States with some finance students and showed them some of
the prime rates published daily in The Wall Street Journal.
One of the rates was 3V4 percent, and I am certain these people
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didn’
t believe me when I assured them that this was an annual
rate rather than a monthly one.
A long-term money market as we think of it does not exist
here. Imagine lending money for ten years with the expecta
tion of being repaid in the same number of cruzeiros. Interest
rates would have to be calculated in four digits. There is an
active stock exchange in Rio de Janeiro and there is evidence
of a gradual expansion in public ownership. However, most
private domestic corporations are controlled by relatively few
people—a situation comparable to our own capital markets at
the turn of the century.
In fact there are many aspects of the business climate here in
Brazil that are reminiscent of our own trials and tribulations
of fifty years ago. The Brazilian entrepeneur has one advantage
which we did not have though; he can draw upon the technical
skill and capital accumulations of the more advanced countries
and thus increase his tempo of development. Business acumen
is certain to be financially rewarding for Brazilians and for
eigners alike.
Why Sao Paulo should be so far ahead of the rest of the
country is a difficult question to answer. I have asked many
Paulistas the reason for this phenomenon, but have never re
ceived a satisfactory reply. Of one thing I am certain: you
cannot bottle up all of your industry in one city and expect it
to be contained in that area. Sooner or later the more imagina
tive companies are going to expand into other sections of the
country and bring their industrial know-how with them.

Brazilian Culture
As Americans, we tend to group Brazil with all other Latin
American countries south of the Rio Grande; but the Brazilian
does not consider himself a Latin American. In the first place
the language is Portuguese rather than Spanish, and, more
important, the nature of the people is different. The outstanding
evidence of this fact is that Brazil has never had a bloody
revolution. It gained its independence from Portugal without
war; went through a transitional period with an emperor and
moved to a republican form of government without bloodshed.
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Slavery was abolished toward the end of the last century
without any bitter social or military struggle and the country
went into, and out of, the Vargas dictatorship as peacefully as
we change presidents. Such a record can hardly be claimed by
any other South American country—nor have we in the United
States been entirely free from violence.
The Brazilian is an agreeable, easy-going person not at all
subject to the conventional Latin temperament. He enjoys the
same freedoms of speech, press, and religion as we do, and
shows every tendency to guard these rights. I have personally
never been involved in a disagreeable situation with a Brazilian
whether it be in a taxi, a shop, a restaurant, or in professional
encounters. Even in the incidents involving the two automobile
accidents mentioned earlier, the drivers were understandably
unhappy but not at all belligerent.
There are certainly Communists in the country and there is
evidence of occasional chalk signs of the “
Yankee go home”
variety, but, as usual, these Communists make much more
noise than their numbers would indicate. At the same time it
would be naive to suppose that these agitators can be safely
ignored. Despite the prosperity in Southern Brazil, the poverty
stricken people of the North could conceivably be incited
to revolt. This article is being written only two weeks after
Ambassador Lincoln Gordon was accused of alleging that the
Brazilian government was infiltrated with Communists. I cer
tainly don’
t know whether this is true or not and since I expect
to remain in Brazil for at least another year, I have no inten
tion of getting embroiled in the issue. I will say, however, the
average Brazilian is an extreme individualist and will conform
to government edicts only if it pleases him. My sympathy
would go to the Russians if the Communists ever did take over
the country.
Brazil has a rather large Negro population and its intel
lectuals, particularly when comparing their nation with the
United States, delight in pointing out that Brazil is free from
racial prejudice and has effectively integrated its varying racial
mixtures. Although this claim is not entirely true, the Negro
has been assimilated, and we have much to learn from the Bra-
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zilians in this area. There are no segregated schools, restau
rants, hotels, buses, and so forth. There are also a great many
people of mixed blood (Negro, White, and Indian), particularly
in the North, who enjoy the same social and economic equality
as do the so-called pure Caucasians. In fact, many of the leading
families in a city such as Salvador, Bahia, are of mixed racial
stock and are the aristocrats of that section of the country. If
there is such a thing as racial segregation, it is in the economic
sense only and is confined to the pure Negro. These people are
definitely relegated to the lower rungs of the economic ladder
and perform much of the menial work in the country.
Before coming to South America, I had always assumed that
most of the continent was dominated by a Spanish culture,
and that Brazil was under the influence of a Portuguese cul
ture. Perhaps other Latin American peoples are more closely
allied to Spain; the Brazilian, however, does not consider him
self under the influence of Portugal. It is quite evident that in
the better families the older generation looks to France as the
fountainhead of their culture. In investigating the reason for
this behavior, I learned that during colonial times, Portugal
prohibited the establishment of local universities. Consequently
the first Brazilian university was not founded until the latter
part of the last century. Before this happened, the wealthier
families sent their sons to Europe for their education and pre
ferred to send them to France rather than Portugal. This orien
tation seems to have had a decided impact on the country, and
it is only recently that the educated Brazilian has tended to
look north toward the United States rather than east toward
France. Among the upper classes, one readily notices that the
older people with practically no knowledge of English use
French as a second language, whereas the younger people speak
English and are much more interested in learning what is going
on in the United States. The English language news magazines
are read as avidly by the educated Brazilians as by the Ameri
cans. I doubt if these younger generation Brazilians are enam
ored with our culture, but they are certainly intrigued with our
industrial achievements.
There seems to be a universal belief among Brazilians that
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Americans are the most omnivorous eaters on this earth. How
we achieved this dubious distinction, I don’
t know—except
perhaps from the mistaken impression that no self-respecting
American would think of starting his day without a heaping
plate of ham and eggs topped by a stack of hot cakes. The Bra
zilian, on the other hand, begins his day with a light repast;
usually nothing more than an orange, a banana, a slice of
pineapple or papaya followed by a roll or two with a very small
cup of coffee, served half and half—half sugar and half coffee.
Of course he would never think of eating an egg for breakfast;
only Americans have this affinity for eggs. Many restaurants
carry an “
American”sandwich on their menus. Don’
t ever order
one unless you like a cold fried egg decorating the top of the
bread. When it comes to lunch, the Brazilian leaves the Ameri
can far behind. He will- eat nothing less than a full course din
ner and very few good restaurants will even offer sandwiches
or light snacks except for the American sandwich I mentioned
above. Of course the Brazilian will tell you that he eats a very
light evening meal and I suppose by his standards, he does. This
“
supper”will often begin with a substantial plate of soup or
fish dish, followed by a fair-sized order of rice and black beans
served with or without pieces of' meat, depending upon the
affluence of the family. This latter dish is standard Brazilian
fare, especially when the dried black beans are cooked for hours
with various pieces of pork and beef. It is quite tasty and is
called feijoada (fay-zhoh-AH-dah) when prepared with the
full assortment of meat. It is always wise to plan for two or
three hours of complete relaxation after you eat feijoada. Your
body will be too busy with your overburdened digestive system
to permit you to do anything more strenuous than sprawl on
a soft chair. It would be uncharitable for me to say that the
Brazilian gorges himself on this dish every night. He most cer
tainly does not, but substantial portions of rice and beans,
served without meat, do follow the soup or fish courses men
tioned above.
Brazil probably grows and exports more coffee than any
other nation, yet it is impossible to find enough coffee
either in restaurants or in the homes of Brazilian friends.

RAMBLINGS THROUGH BRAZIL

21

Except for breakfast, when coffee is sometimes served in a
small teacup along with hot water or milk, it is impossible to
get anything larger than a demitasse. Furthermore, coffee is
never served with lunch or dinner. After you have finished
your meal, including dessert, the waiter or maid will ceremon
iously serve one thimble full of coffee and if you’
re not alert,
the thimble will be half full of sugar before it is even set in
front of you. In a restaurant, repeated entreaties to the waiter
might result in a second cup; in som eone’
s home you just give
up. An American colleague of mine who recently arrived
in Brazil had no intention of bowing to Brazilian customs.
Although he surrendered to the small cup of coffee, he was
going to insist on drinking it with his dessert. He decided to
fox the waiter by saying he didn’
t care for dessert. When the
coffee was served, he then changed his mind and ordered pie.
The ruse so shook the waiters, bus boys, and maitre d’that he
never tried it again.
That famous American pastime, the coffee-break, is practiced
in Brazil but one would hardly call it a break. There are hun
dreds of coffee bars all over the city, but the coffee is served in
tiny demitasse cups. There is usually no place to sit at these
bars, but why bother? It takes less than thirty seconds to fin
ish your coffee. Needless to say, it is hardly worth the effort to
stop work and make a trip to the nearest coffee bar. I must say
that the coffee is good though; that is, if you prefer it at the
consistency of used motor oil.

Foreign Aid
To return to the serious side, an A m erican’
s deepest concern
with Brazil these days is the questionable value of the dollars
we are spending in this country in terms of foreign aid. The
attitude of many Americans living and working in Brazil is that
we are wasting our money. When I first arrived in the country
I was surprised and somewhat dismayed by these sentiments.
After spending a few months here, I began to wonder if these
more experienced Americans w eren’
t right. Much of the money
poured in here is undoubtedly wasted, if for no other reason
than the rapid inflation, to say nothing of the perennial bureau-
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cratic inefficiency. After we have furnished almost $2 billion
in aid to Brazil since the end of World War II, it is easy to
complain about the comparative lack of progress. On the other
hand, we should not compare the results in Brazil with those
achieved through our foreign aid to Western Europe after the
war. In the latter case, we were dealing with fully developed
countries who were temporarily exhausted after a devastating
war. Within relatively few years Europe recovered econom
ically and is now as prosperous as we are. Brazil is still an
underdeveloped country, and its progress must be measured in
terms of decades rather than years.
Although Sao Paulo is highly industrialized and the area is
developing a potent middle class, the poverty in the Northeast
is a real and terrible thing. Many of the people of that area
have not yet advanced into the twentieth century. They lack
education, skills, resources, and the ability to help themselves.
And Brazil as a nation is not sufficiently affluent to develop this
area without outside assistance. Where is this help to come
from? Another nation would be only too happy to step in and
install its own brand of foreign aid if we were to forfeit our
interests in Brazil. I don’
t think we can afford to let this hap
pen. We have spent $100 billion in foreign aid since the end of
World War II and Brazil has shared in less than 2 percent of
this amount; not a very impressive sum for the largest nation
in South America and one that has the potential of some day
sharing with us the responsibility for the peace and prosperity
of the Western Hemisphere.
And make no mistake, the potential for a highly developed
nation is evident. There are many frustrations ahead and
progress is slow and sometimes erratic, but the people are
intelligent and possess an energetic drive to push their country
ahead. They are perhaps not as forceful nor as businesslike in
their efforts as we tend to think of ourselves, but history has
shown that advanced civilizations are not necessarily confined
to the Anglo-Saxon or Northern European races.
The Brazilian has a wonderful philosophy which sometimes
makes me wonder. They seldom worry or fret as we do. They
say that things will work out because “God is a Brazilian.”Or
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they claim that “
During the day the Brazilians move one step
backward, but, at night, when they retire, God moves them
two steps forward.”

Sixth Annual CPA Coaching Course
For the sixth time the Montana Society of Certified
Public Accountants and the Montana State University
School of Business are cooperating in offering an oppor
tunity for public accountants to spend an intensive two
weeks reviewing for the November CPA examination.
The Coaching Course will be given during the two-week
period beginning August 5, 1963.
The daily sessions start at 8:00 a.m. and end at 9:00
p.m. Short lectures are given by the staff when a new
subject area is introduced, but the major portion of the
time is devoted to problem solving under staff super
vision. A general class discussion of each problem solved
helps to clarify student thinking on substantive and
procedural matters.
A total of sixty-two people have attended the previous
five coaching courses. Fifty-three percent of those who
attempted the CPA examination have obtained their CPA
certificates. The 1957 and 1960 classes have a record of
eighty percent success.
Inquiries concerning the course should be addressed
to Professor Donald J. Emblen of the School of Business
Administration.

Three Management Attitudes
GLENN R. BARTH
Assistant Professor of Business Administration
Montana State University, Missoula

Within the memory of most of today’
s businessmen, sweep
ing changes have taken place in the American economy.
Labor unions have attained great power, educational require
ments for most jobs have risen, there has been a marked trend
toward equality of income and opportunity for all our people,
and the population’
s mobility has been greatly increased. All
these changes have resulted in new or intensified management
problems for businessmen, large and small.
Different writers use different definitions of the term, man
agement. These definitions vary from descriptions of the man
ager’
s functions, such as planning, organizing, staffing, coordin
ating, and controlling, to over-simplified attempts at defining,
such as “
management is working through other people.”
However simple or complex the definition, a major share of
the m anager’
s work obviously consists of interaction with
superiors, equals, and principally, subordinates.
It is in these relations with subordinates that tradition, cus
tom, and emotion are most significant, because the manager
brings with him to these occasions his entire life—his educa
tion, experience, family background, and temperament. As a
result, businessmen who can readily see the advantages of a
new machine, a new accounting system, or a new line of
merchandise have more difficulty in adapting to new relation
ships with subordinates when necessary. This is unfortunate,
because businessmen make so many of the major decisions in
our economy that if such adaptation is long delayed many
management problems result.
Managers dealing with problems of labor turnover, discipline,
delegation of authority and responsibility, training, and cus
tomer relations approach their responsibilities with one of
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three basic attitudes. (Attitudes, in this sense, we define as a
customary or habitual conception of oneself and others, and as
an habitual manner of dealing with people and events.) The
first, and oldest, of these is traditional or authoritarian. This
attitude has been replaced in many cases by the scientific
point of view, which in turn has been replaced to some extent
by the democratic, or human relations, approach. Each of these
attitudes has its adherents who can point to the successes of
their favorite approach and to the failures of the others. In
spite of the preferences of individual managers, it is possible
to evaluate each objectively.

The Traditional Attitude
The traditional view of management has undoubtedly been
with us since men first organized themselves into groups for
some common purpose. Historians tell us that the pyramids
of Egypt and the great wall of China were built by authori
tarian governments using authoritarian methods. Both the
government and the economic system of the communist world
today are also based upon the power of a police state and are
enforced by authoritarian means.
However, traditional management in the United States and
the rest of the western world is not based upon naked power.
It stands instead upon our system of private ownership of
property. The owner of property has a legal right to specify
the conditions under which others may use that property. In
effect, a property owner—either individual or corporate—speci
fies who may gain benefits from the use of that property and
what he must do to earn these benefits.
This system of rights based upon the ownership or control of
property has resulted in two complementary attitudes in many
managers. The first of these is a concern for the preservation
of managem ent’
s prerogatives. The second is an interest in pro
viding employees the highest possible wages and best working
conditions consonant with the welfare of the firm. American
managers of the traditional school are not tyrannical. Instead
they are usually paternalistic toward their subordinates both
in their feelings and their actions. In return they expect sub-
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ordinates to recognize their superior wisdom and experience
and to willingly follow their directions.
The traditional system of management offers two major
advantages to managers, which have undoubtedly contributed
to its long life. The first advantage is the speed and certainty
with which decisions can be made by the top men in an organi
zation, since usually the top man has many years of experience
upon which to rely, as well as demonstrated success in his
field and is frequently the best qualified person in the organiza
tion to make a decision. The second major advantage is that
it provides for definite placement of responsibility and author
ity. There is less difficulty in pinpointing the person responsi
ble for success or failure when authority is not diffused through
committees and staff organization.
However, in spite of the long history and proven success of
the traditional system of authority, there are several reasons
why it has become less popular with informed and conscien
tious managers during the past few decades. One of the more
persuasive of these is the high, and rising, level of education
in the United States. Well educated employees with ideas of
their own are usually less willing to accept an authoritarian
superior than are those with little education and may express
this unwillingness to accept orders by resistance, open or
hidden.
This resistance to authoritarian managers is also related to
the American traditions of individual freedom and equality,
both of which encourage people to resent and resist orders they
consider arbitrary. This reaction is understandable in a democ
racy where every citizen has the right, and the responsibility,
for electing government officials who will make their policy
decisions at local, state, and national levels. A person who has
grown accustomed to such civic responsibilities is naturally
reluctant to accept orders which he does not understand or in
which he has had no voice.
The final factor working against the traditional manager is
the union movement, which has frequently demonstrated that
employees need not accept, without protest, conditions or direc
tions they consider unsatisfactory. The trend of the times cer
tainly does not suggest that union power or influence will
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be drastically reduced in the near future. Instead unions seem
likely to continue as a major force for many years to come.
At this time the traditional attitude regarding management
and subordinates is probably most commonly found among
smaller businessmen whose employees are least likely to be
unionized. Despite its obvious success in situations where quick
decisions and clearly defined responsibility are needed, the tra
ditional attitude faces several major difficulties in America
today. Basically, it presupposes that the manager or other
superior has all the answers and that subordinates are merely
“
hands”to carry out his wishes. Such an attitude is resented
by employees with a sense of dignity, who are accustomed to
exercising their democratic franchise in their other activities.
In an extreme form this resentment is expressed in strikes,
slowdowns, and other activities. In fact, the expression, “
sol
diering on the job,”refers to the reaction of subordinates to
what they consider unreasonable orders or assignments and
is based upon observation of lower ranking enlisted men in
an authoritarian military situation.

The Scientific Attitude
With the coming of industrialization, there developed a recog
nition that the manager did not have all of the answers all
of the time. One result of this discovery was the development
of “
Scientific Management,”an effort to make managing people
as objective and impersonal as engineering or mathematics.
One of the earliest and best known workers in the field of sci
entific management was Frederick Taylor. He demonstrated
conclusively that worker productivity could be increased sub
stantially through the methodical planning of work by staff
experts trained in the methods of scientific management.
Scientific management is a natural product of a scientific
age. It places a high value on logical solutions to human and
industrial problems. Along with the assembly line, interchangeability of parts, and product research, it is one of the founda
tions of our present, highly developed technology.
But, just as in the case of other good ideas, the advocates of
scientific management have, in some instances, gone too far.
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One of T aylor’
s basic premises was that men would welcome
an opportunity to increase their wages by increasing output.
Taylor and his co-workers were engineers who believed that,
because all men seem to be dissatisfied with the amount of
their earnings, a system for improving wages by improving
productivity would be welcomed. This seemed to them simple
logic.
Today we realize that, if they recognized them at all, they
did not give sufficient weight to the social implications of thenengineering approach. As a result, they frequently violated the
customs, mores, and traditions of their subordinates. Naturally,
these violations led to difficulties and friction. The scientific
managers overlooked the fact that men are not ruled by cold,
dispassionate logic, but instead are filled with hopes, fears,
hatreds, and memories.
When the scientific managers began to reap benefits from
specialization, they sought to specialize workers’duties more
and more. This extreme specialization resulted in some jobs so
narrow and dull that only a moron could be satisfied working
at them. Since most employees were not morons, there were
rebellions—overt in some cases, hidden in others. Instead of
pride in doing a good job, the worker became more alienated
from his job. He worked his forty-hour week because it was
necessary to do so to earn a living, but he felt little or no pride
or responsibility in his job.
In spite of the defects—the results of which we can see on
every side in labor disputes, poor workmanship, and reduced
productivity—scientific management contributed much to the
American industrial scene. It substituted reason for authori
tarian dictation, and logic and research for tradition and custom.
But, in some cases it was carried too far and showed as little
respect for the dignity of other men as the authoritarian
system.

The Democratic Attitude
About thirty years ago, as a result of the continuing scien
tific study of management, a new attitude began to develop.
This was the democratic, or human relations, attitude which
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had its beginnings in the now famous studies of worker output
at Western Electric Company’
s Hawthorne plant. These studies
were conducted by Rothlisberger and Dixon, who were attempt
ing to discover the effects of changes in lighting upon output.
Not unexpectedly, as the amount of light in an assembly room
was increased, Rothlisberger and Dixon discovered that output
increased. They were surprised, however, to find that output
continued to increase when the light intensity was reduced.
They concluded that the aipount of light was of secondary
importance. What was more important was the workers feel
ing that someone had an interest in them.
As the results of the Hawthorne plant studies and other simi
lar research became known, basic principles that had been
neglected by both the authoritarians and the developers of
scientific management were rediscovered. Among other things,
they realized that people are not motivated solely by money,
and that, while it is possible to force compliance through fear
of reprisals, it is impossible to get productive, efficient work
done unless compliance with authority is voluntary and willing.
One of the anomalies of the use of the democratic attitude is
that, although it is often considered a means of mitigating
some of the scientific attitude’
s bad effects and as an expres
sion of interest in workers as people, it frequently results in
increased output and the development of the organization’
s
future leaders. Future managers are developed by being given
a share of the responsibility for running the firm and by being
consulted on questions of interest to them. While the authori
tarian manager tells his subordinates what to do because he
believes this is a perquisite of management, and the scientific
manager tells subordinates what to do because he knows what
is “
right,”the democratic leader consults with his subordinates
whenever possible, both to benefit by their ideas and to win
their willing cooperation.
Finally, the democratic attitude has the best moral founda
tion because it seeks fulfilment for people, along with increased
output. In a nation with a high regard for the rights of the
individual this will be an important consideration for many
managers.
Some dangers to an organization do exist in the democratic
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approach to management, however. This attitude, too, may be
over-used or misused, may become too soft and unbusinesslike.
If, instead of conventional business goals, high morale and
employee happiness become a firm ’
s primary objectives, dis
cipline, efficiency, and long run profit will suffer. Good morale
should always be considered a means to an end, never an end
in itself. When morale is considered a means, the democratic
attitude can be a great improvement over earlier practices.
The three approaches to management—authoritarian, scien
tific, and democratic—have all been used by successful mana
gers. Each works best under a different set of circumstances.
For most American managers, a judicious combination of all
three will probably get the best results. A manager must pre
serve some rights and prerogatives if his business is to survive.
The ownership (or control) of property gives rights that must
be exercised prudently, and also involves an obligation to use
it for the common good. In difficult times a firm hand can often
prevent failure. In addition, all possible knowledge and logic
should be applied to management rather than the arbitrary
exercise of authority. Truly scientific management also recog
nizes human factors as real and takes them into account. Over
the long run, the firm that uses a combination of the best
methods to enlist the greatest voluntary cooperation of all its
members will be most successful.

Agricultural Depopulation
In Eight Montana Counties
GORDON BROWDER, Chairman
D epartm ent of Sociology, A nthropology, and
Social W elfare
Montana State University, M issoula

Introduction
Use of the term “agricultural depopulation”to describe the
continuing depletion of the rural-farm population in Montana
might appear to be excessively harsh, since it seems to imply
the eventual disappearance of that segment of the population.
Such an extreme view is not justified; on the other hand, it is
obvious that demographic trends of the past several decades
have resulted in a consistent reduction in both the number
and proportion of rural-farm people in the total population.
This is a nationwide phenomenon, although great variability
is observed among different regions of the country and among
different type-of-farming areas. When it is considered that in
1940, twenty-three percent of the nation’
s population resided
on farms and ranches, while in 1960, less than nine percent
remained, “
depopulation” does not appear to be too severe
a word to apply to the process.
In states like Montana, where agriculture is the chief element
in the economy, the effects of agricultural depopulation are par
ticularly significant. The reduction of farm people produces a
decrease in number of farms and ranches, and a corresponding
increase in average size of farms. Between 1940 and 1960 the
number of farms and ranches in Montana fell from 41,823 to
28,959 while average size increased from 1,111 acres to 2,213
acres. Such changes have implications beyond their immediate
economic and demographic import. For example, fewer farm
ers and ranchers, and larger farms and ranches, create prob
lems of maintaining community stability, problems of provid
ing adequate institutional and organizational resources, and
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many others. However, the present paper is concerned not with
these implications, but rather with an examination of certain
economic concomitants of population reduction.
Considerable speculation has been directed to the question
of whether a reduction in the number of farms, and of farm
operators, is “
good”or “
bad.”In all probability, there is no
final and definitive answer to such a question. Agricultural
economists have long observed that the United States has too
many marginal agricultural operators, whose total output adds
relatively little to the nation’
s agricultural product and whose
relatively low incomes drag down national averages. Eco
nomically, the elimination of these marginal operators is
undoubtedly desirable, in the interests of improved efficiency;
moreover, it is probable that the general economic level of the
remaining farm operators is raised. In any event, the trend
of agricultural depopulation continues, in Montana as else
where, and there is no indication of a reversal in the immediate
future.
The intent of this study is to examine, in as much detail as
available data permit, the rural population trends in several
Montana counties. As we study certain indexes of economic
change we will attempt to determine whether reduction of
population engaged in agriculture has inhibited the economic
progress of those rural-farm people who remain. For these
purposes, eight central and eastern Montana counties were
selected. The following sections of this report will give the
basis of selection of the counties, along with a brief descrip
tion of each county, plus population changes for the period
1940-1960 and changes in economic indicators.

The Sample Counties
Selection of the particular counties for analysis was based
on a number of considerations. First, it was desirable that they
be completely rural in terms of population—that they contain
no place with a population as great as 2,500 persons. Second,
they were chosen with some regard to location within the
state; while no attempt was made to represent all areas of the
state, we felt that all of the counties should not be located

Note: Sheridan County, in extrem e northeastern Montana, should
also have been shaded.

LOCA TIO N O F COU N TIES SELECTED FOR STUDY

FIGURE 1
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within one region. Third, and most important for this study,
it was necessary that in all counties selected a comparatively
high proportion of the labor force be engaged in agriculture.
In the eight counties finally selected, persons employed in
agriculture in 1960 ranged from a low of just under 47 percent
in Sheridan County, to a high of slightly over 63 percent in
Carter County.
In the following section, individual counties are described in
some detail.1
Carter County is a sparsely populated county in the extreme
southeastern part of Montana with a population in 1960 of 2,493
persons, a decrease of about 11 percent from 1950. Population
decreased almost 15 percent between 1940 and 1950. Approxi
mately two-thirds of the labor force was employed in agricul
ture in 1960, as compared with about three-fourths in 1940.
The county has no rail service, hence a considerable share of
the agricultural output is trucked to Belle Fourche, South
Dakota, and from the northern end of the county, to Baker
in Fallon County. Supplies are trucked in from Baker. Carter
is largely a ranching area, with some irrigated farming in the
Box Elder district. Ekalaka, the county seat, had a population
of 738 in 1960, down from a population of 904 in 1950. Between
1950 and 1960, the county experienced a net loss of 646 persons
through migration. Median family income for 1959 was $4,199.
Garfield County, like Carter, is chiefly a livestock producing
county, although some high quality wheat is grown as a cash
crop. After a population decline of about 14 percent between
1940 and 1950, the population of the county dropped again
from 2,172 in 1950 to 1,981 in 1960, a decline of nine percent.
About 63 percent of total employment is in agriculture; this
is a marked decline from the nearly 75 percent so employed
in 1940. There is no rail service in the county, hence trucks
carry the burden of transportation. The nearest railroad is
over fifty miles east of Jordan, the county seat. Jordan reported
a population of 557 in 1960, as compared with 696 in 1950. BeD escriptive material for the counties is based largely on The Montana
Almanac, 1959-60, Montana State University Press, Missoula, and on
Montana Counties Manpower Guidebook, U nemployment Compensa
tion Com m ission of Montana, Helena, Montana, 1962.

National Indicators

—

GROSS NATIONAL PRODUCT
1957-59 = 100 — S e a s o n a l l y a d j u s t e d , a n n u a l r a t e s

DISPOSABLE PERSONAL INCOME
1957-59 = 100 — S e a s o n a l l y a d j u s t e d , a n n u a l r a t e s

INDUSTRIAL PRODUCTION
1957-59 = 100 — S e a s o n a l l y a d j u s t e d

National Indicators
UNEMPLOYMENT AS % OF THE LABOR FORCE
(Inverted Scale)
S e a s o n a lly a d ju s te d

W HOLESALE PRICE INDEX
1957-59 = 100

CONSUMER PRICE IN DEX
1957-59 = 100

Montana Indicators
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1957-59 = 100 — S e a s o n a l l y a d j u s t e d
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NONAGRICULTTJRAL EMPLOYMENT
1957-59 = 100 — S e a s o n a l l y a d j u s t e d

INSURED UNEMPLOYMENT (Inverted Scale)
1957-59 = 100 — S e a s o n a l l y a d j u s t e d
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Montana Indicators
AVERAGE W EEKLY HOURS, M ANUFACTURING
1957-59 = 100 — S e a s o n a l l y a d j u s t e d

TO TAL PERSONAL INCOM E
$ m illio n s — S e a s o n a lly a d ju s te d , a n n u a l r a te s

SOU RCES OF D A TA
N a tio n a l I n d ic a t o r s

Gross national product: U. S. D e p a r t m e n t o f C o m m e r c e , O f f i c e o f B u s i n e s s
E c o n o m ic s .
Disposable personal income: U. S. D e p a r t m e n t o f C o m m e r c e , O f f i c e o f
B u s in e s s E c o n o m ic s .
Industrial production: B o a r d o f G o v e r n o r s o f t h e F e d e r a l R e s e r v e S y s t e m .
Unemployment as a percent of the labor force: U. S. D e p a r t m e n t o f L a b o r ,
B u r e a u o f L a b o r S t a t i s t ic s .
Wholesale price index: U. S. D e p a r t m e n t o f L a b o r , B u r e a u o f L a b o r S t a 
t i s t ic s .
Consumer price index: U. S . D e p a r t m e n t o f L a b o r , B u r e a u o f L a b o r S t a 
t i s t ic s .

M o n ta n a In d ic a t o r s
Bank debits: F e d e r a l R e s e r v e B a n k o f M i n n e a p o l is .
Nonagricultural employment: U n e m p l o y m e n t C o m p e n s a t i o n C o m m i s s i o n
o f M o n t a n a , in c o o p e r a t i o n w i t h t h e U. S. D e p a r t m e n t o f L a b o r , B u 
r e a u o f L a b o r S t a t i s t ic s .
Insured unemployment: U n e m p l o y m e n t C o m p e n s a t i o n C o m m i s s i o n o f
M o n t a n a , in c o o p e r a t i o n w i t h t h e U. S. D e p a r t m e n t o f L a b o r , B u r e a u
o f L a b o r S t a t i s t ic s .
Average weekly hours in manufacturing industries: U n e m p l o y m e n t C o m 
p e n s a t i o n C o m m i s s i o n o f M o n t a n a , i n c o o p e r a t i o n w i t h t h e U. S. D e 
p a r t m e n t o f L a b o r , B u r e a u o f L a b o r S t a t i s t ic s .
Total personal income: F e d e r a l R e s e r v e B a n k o f M i n n e a p o l is .
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tween 1950 and 1960, Garfield County lost almost 500 persons
through migration. Median family income for 1959 was $3,311.
Golden Valley County is a small county located in the south
central part of the state. It derives about three-fourths of its
income from livestock, and about one-fourth from crops. Pop
ulation of the county in 1960 was 1,203, a decline of ten percent
from 1950. Population loss between 1940 and 1950 amounted
to about 17 percent. Slightly more than one-half of the labor
force is engaged in agriculture, as compared with more than
two-thirds in 1940. Ryegate, the county seat, had a population
of 314 in 1960, down from 330 in 1950. Between 1950 and 1960,
Golden Valley County lost 312 persons through migration.
Median family income for 1959 was $4,044.
Judith Basin County, located in central Montana, is charac
terized by extensive livestock and wheat production, with the
former accounting for better than half of the county’
s income.
Between 1940 and 1950, population declined 12.5 percent. Popu
lation was 3,085 in 1960, a slight decline (about 4 percent) from
1950. Agriculture accounted for over 65 percent of total employ
ment in 1960, dropping to less than 40 percent in 1960. Although
Stanford, the county seat, had a population of 615 in 1960, up
from 207 in 1950; the county experienced a net loss of 474 per
sons through migration between 1950 and 1960. Median family
income was $5,323 in 1959.
Madison County, located in the southwestern part of the
state, is the westernmost of the sample counties. Its terrain
is considerably more mountainous than the other seven coun
ties, and mining is of some importance to the economy. Popula
tion declined 14 percent between 1940 and 1950. Population of
the county was 5,998 in 1950 and 5,211 in 1960, a decline of
13 percent. There are four small towns in the county—Ennis,
Sheridan, Twin Bridges, and Virginia City. All of them except
Twin Bridges declined in population between 1950 and 1960;
the population of Twin Bridges increased very slightly, from
497 to 509. In 1960, agriculture accounted for 47 percent of total
employment, almost exactly the same proportion as in 1940.
Net loss through migration between 1950 and 1960 amounted
to 1,086 persons. Median family income in 1959 was $4,470.
Petroleum County, in central Montana, is located to the
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west of, and contiguous to, Garfield County. Between 1940 and
1950 the population declined slightly more than five percent.
In 1960, it had the smallest population of the 56 counties in the
state, 894 persons; this was a decline of approximately 13 per
cent from 1950. About 60 percent of the labor force was engaged
in agriculture in 1960, almost identical to the proportion so
engaged in 1940. Winnett, the county seat, had a 1950 population
of 407, as compared with 360 in 1960. Livestock production is
the chief agricultural activity in the county. There was a net
loss of 238 persons through migration between 1950 and 1960.
Median family income in 1959 was $5,418.
Powder River County, located in the southeastern portion of
the state, adjoins Carter County on the west. Like Carter and
Garfield, Powder River County is without rail service, and
depends on trucking for its transportation. Livestock accounts
for about three-fourths of the county’
s income, and about onehalf of the grazing animals are sheep. Population dropped
almost 15 percent between 1940 and 1950. Population of the
county in 1960 was 2,485, down about eight percent from 1950.
Agricultural employment accounted for almost 62 percent of
the total in 1960, compared with over 78 percent in 1940.
Broadus, the county seat, increased from 517 persons in 1950,
to 628 persons in 1960. Net loss through migration between
1950 and 1960 amounted to 657 persons. Median family income
in 1959 was $4,797.
Sheridan County, bounded by Canada on the north, and by
North Dakota on the east, is the most northeasterly of Mon
tana’
s counties. Livestock and livestock products account for
approximately one-fourth of the county’
s income from agri
culture, with about three-fourths coming from crops. Agri
cultural employment comprised about 47 percent of total
employment in 1960; in 1940, agriculture accounted for almost
61 percent of total employment. Between 1940 and 1950, popu
lation declined almost 15 percent. Population of the county was
6,458 in 1960, down about three percent from 1950. The net loss
through migration between 1950 and 1960 amounted to 1,327.
Median family income in 1959 was $4,558. Although the largest
town and county seat, Plentywood, increased in population
from 1,862 in 1950 to 2,121 in 1960, Medicine Lake, with a popu-
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lation of 452 people in 1960, Outlook, with a population of 226,
and Westby, with a population of 309, all registered small
declines from 1950.

Population Characteristics
As Table 1 reveals, all eight of the sample counties lost popu
lation between 1940 and 1960. Losses were substantial in each
county, ranging from just under 16 percent in Judith Basin, to
almost 29 percent in Madison.
During the same period, the state’
s population registered an
increase of almost 21 percent. Gains in the urban and ruralnonfarm portions of Montana’
s population more than offset a
loss in the rural-farm category. Figures for rural-nonfarm pop
ulation are given in Table 2. It will be noted that the state
showed a substantial increase of 34 percent in rural-nonfarm
people between 1940 and 1960, while the sample counties
showed considerable variability. Four counties—Carter, Judith
Basin, Powder River, and Sheridan—registered increases
ranging from slightly more than three percent in Sheridan, to
over 43 percent in Powder River. The remaining four counties,
Garfield, Golden Valley, Madison, and Petroleum, declined in
rural-nonfarm population. Population loss ranged from less
than five percent in Golden Valley, to 20 percent in Petroleum.
TABLE 1
POPULATION OF MONTANA AND
EIGHT SELECTED COUNTIES, 1940 AND 1960
State and County

Population
1940
1960

M ontana....... .................. 559,456
Carter ...............
3,280
^ fle ld .....- .......
2,641
Golden Valley .. ................. 1,607
Judith B a s in ----------------- 3,655
Madison — --------------------- 7,294
P e tr o le u m ------------------- 1,083
Powder R iv e r ---------------- 3,159
Sheridan...............
7,814

674,767
2,493
1,981
1,203
3,085
5,211
894
2,485
6,458

Change 1940-1960
Number
Percent
115,311
787
661
404
— 570
—2,083
— 189
— 674
—1,356

20.6
-24.0
-25.0
—25.1
—15.6
—28.6
—17.5
—21.3
—17.3

Source: U.S. Department of Commerce, Bureau of the Census, Census
of Population, 1940 and 1960.
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TABLE 2
RURAL-NONFARM POPU LATION OF M ONTANA
AND E IG H T SELECTED COUNTIES, 1940 AND 1960

State and County

Population
1940
1960

M o n ta n a ______________________ 172,214
C a r t e r ________________________
829
G a r fie ld ................
830
G olden V a lle y ________________
607
Judith B a s i n __________________ 1,419
M adison ______________________ 3,854
P e tr o le u m _____________________
502
P ow der R i v e r ___________
642
Sheridan ___
I____ 3,552

230,712
1,040
762
579
1,580 .
3,299
404
920
3,667

Change 1940-1960
N um ber
Percent
58,498
211
—
68
28
161
— 555
—
98
278
115

34.0
25.5
— 8.2
— 4.6
11.3
—14.4
—19.5
43.3
3.2

Source: U.S. D epartm ent of Com m erce, Bureau of the Census, Census
of Population, 1940 and 1960.

Changes in rural-farm population were more consistent than
for rural-nonfarm. As Table 3 indicates, the state and all of
the sample counties exhibited sharp declines in this category
between 1940 and 1960. The state had almost 40 percent fewer
farm people in 1960 than in 1940. Among the sample counties,
declines ranged from just under 16 percent in Petroleum
County, to over 44 percent in Madison County. These figures are
particularly relevant to the present study, since it is the ruralfarm population which includes persons in agricultural employ
ment.
Comparison of Table 3 with Table 4 suggests that the decline
in rural-farm population, in the sample counties at least, did
not affect persons employed in agriculture as significantly as
it affected other parts of the rural-farm population.
While all counties had fewer persons employed in agriculture
in 1960 than in 1940, and while the percentage of total employ
ment represented by agriculture was less in each instance, the
change was not as pronounced as the reduction in numbers of
all rural-farm people. The employed force is based on a lower
age of 14 years, and of course does not include those who have
retired, or who have otherwise withdrawn from the labor force.
Agricultural employment likewise includes relatively few
women. It is reasonable, therefore, to suppose that the migra
tion of people away from the farm would include considerable
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TABLE 3
RURAL-FARM POPULATION OF MONTANA
AND EIGHT SELECTED COUNTIES, 1940 AND 1960
Population
State and County
1940
1960
M ontana_________________ ... 175,707
105,598
C a rter__________________ ... 2,415
1,444
G a rfield ___________
1,219
... 1,811
Golden Valley .
... 1,000
624
Judith Basin .....
... 2,236
1,505
Madison
... 3,440
1,912
Petroleum......
581
490
Powder River .... .
... 2,517
1,565
Sheridan___________
-. 4,262
2,791
Source: U.S. Department of Commerce, Bureau of
of P opu lation , 1940 and 1960.

Change 1940-1960
Number
Percent
-70,109
-39.9
- 1,007
-41.1
592
-32.7
— 376
-37.6
731
—32.7
-44.4
- 1,528
91
-15.7
— 952
-37.8
- 1,471
-34.5
the Census, C e n su s

numbers of young children, of women, and of older persons.
Persons actually leaving agricultural employment, while sub
stantial in number, do not make up the bulk of migrants.
Loss of farm population, and the accompanying loss of per
sons actually in the agricultural labor force, is a function of net
loss through migration. In Montana, and in the eight sample
counties, movement of people away from the state (and from
the counties) has sharply exceeded movement of people into

TABLE 4
PERSONS EMPLOYED IN AGRICULTURE,
EIGHT SELECTED MONTANA COUNTIES, 1940 AND 1960
1940
1960
% of Total
% of Total
ounty
Number Employment
Number Employment
C a rter-------------861
75.1
617
63.1
txarfield-----------675
74.9
490
62.7
Oolden V alley -----380
68.2
197
50.8
Judith Basin ------869
65.6
422
39.6
M adison ------------ 1,252
47.7
973
47.0
Petroleum---------235
60.7
222
60.5
Powder River ------898
78.1
564
61.8
Sberidan......... ..... 1,365
60.7
967
46.9
Source: U.S. Department of Commerce, Bureau of the Census, C en su s
of Population, 1940 and 1960.
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TABLE 5
NET GAIN OR L O SS TH ROU GH MIGRATION,
M ONTANA AND E IG H T SELECTED COUNTIES, 1950-1960

State and County

Net Change
1950-1960

M on ta n a ____________________________________________________ —24,578
C a r t e r ______________________________________________________ —
646
G a r f i e ld ____________________________________________________ —
497
G olden V a lle y ______________________________________________
— 312
Judith B a s in _______________________________________________
— 474
M a d is o n ____________________________________________________ —
1,086
P e t r o le u m __________________________________________________—
238
P ow der R iv e r ______________________________________________
— 657
S h e r i d a n _________________:--------------------------------— 1,327
Source: U.S. Departm ent of Com m erce, Bureau of the Census, County

and City Data Book, 1962.

these areas. The extent of these losses is revealed in Table 5 for
the decade 1950-1960.
Another way to interpret Table 5 is to say that if out
migration and in-migration between 1950 and 1960 had exactly
balanced, the state, and each of the sample counties, would
have been larger in population in 1960 by the amounts indi
cated in the table.

Agricultural Characteristics
Total land in farms in Montana increased from 46,451,594
acres in 1940 to 64,081,391 acres in 1959. During the same period,
the number of farms in the state decreased from 41,823 to 28,959,
and the average size of farm almost doubled, from 1,111 acres
in 1940 to 2,213 acres in 1959. These changes are typical of
those that characterize rural depopulation; the movement of
rural-farm people away from the land is accompanied by de
creasing numbers of farms and increasing size of farms.
As Table 6 indicates, farm acreage increased in all of the
sample counties, although there was considerable variation
among them.
The number of farms decreased in all sample counties, as well
as in the state, between 1940 and 1959. The total number of
farms in the eight counties was only 3,027 in 1959, as compared
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TOTAL LAND IN FARMS,
MONTANA AND EIGHT SELECTED COUNTIES, 1940-1959
Land in Farms (Acres)
1959
1950
1940

State and County

Montana ... ............... .......... ... 64,081,391
Carter ..............
.....
___ 1,413,351
Garfield ......... ........
..... 2,160,461
Golden Valley _______
....
760,444
Judith B a s in ____________________ ....
857,049
Madison
.... 1,206,168
Petroleum ________________________ ....
669,767
Powder River ......... .........
.... 1,676,754
Sheridan ....... ........... ......
.... 1,028,843

59,247,434
1,644,473
2,000,382
691,231
860,361
1,104,772
536,591
1,595,646
1,028,429

46,451,594
1,272,843
887,075
611,842
825,076
810,416
268,171
1,347,101
873,137

Source: U.S. Department of Commerce, Bureau of the Census, Census
of Agriculture, 1940, 1950, 1959.

with 4,852 in 1940—a loss of almost 40 percent, as compared
with a loss of slightly over 30 percent for the state. Table 7
gives the number of farms for the state and for each of the
sample counties for the period studied.
The increase in average size of farms has been one of the most
noteworthy changes accompanying rural depopulation. For
Montana, the average size of farm just about doubled between
1940 and 1959. As Table 8 reveals, increases in some of the
sample counties considerably exceeded the increase for the
TABLE 7
NUMBER OF FARMS,
MONTANA AND EIGHT SELECTED COUNTIES, 1940-1959
State and County

Number of Farms
1959
1950
1940

M ontana ------------------------------------28,959

C a r t e r -------------------------------------G a rfield --------------------------------Golden V a lle y ________________________
Judith B a sin ________________________
M adison ------------------------------------Petroleum ----------------------------------Powder R iv e r _______________________________
Sheridan ------------------------------------

364

316

168
418
454

124
376
807

35,085
442
382
225
490
630
160
472
981

41,823
637
587
268
599

655
180
688

1,238

Source: U.S. Department of Commerce, Bureau of the Census, Census
of Agriculture, 1940,1950,1959.
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TABLE

8

AVERAGE SIZE OF FARM,
MONTANA AND E IG H T SELECTED COUNTIES, 1940-1959
State and County
Montana .......................
C a r t e r _________________ ___ G arfield .... —--- ----------G olden Valley ---- -------Judith Basin __________ __ —M adison ______________ ____
Petroleum . .... ........ .....
P ow der R i v e r ___ __ —-- --Sheridan --- --------------

A verage !Size of Farm (Acres)
1940
1950
1959

...

....

2,213
3,883
6,837
4,527
2,050
2,657
5,401
4,460
1,275

1,689
3,721
5,237
3,072
1,756
1,754
3,354
3,381
1,048

1,111

1,998
1,511
2,283
1,377
1,237
1,490
1,958
705

Source: U.S. Departm ent of Commerce, Bureau of the Census , Census
of Agriculture, 1940, 1950, 1959.

state. In Garfield County, the farm-size increase was over 286
percent, and in Petroleum County about 263 percent. Other
counties in the sample registered increases in farm size of
smaller magnitude.
The increase in size and decrease in number of farms is bring
ing about a very low farm density in some counties. In 1959
Golden Valley County reported only 168 farms, and Petroleum
County, only 124 farms. (The term “
ranch”is perhaps more
appropriate in this context, but throughout this report the
Census designation of “
farm”is used to apply to all agricul
tural units.)

The Economic Indicators
For the purposes of this study, three indicators are employed
to suggest changes in the economic status of rural-farm people
in the sample counties. These are (1) the average value of land
and buildings, (2) median family income, and (3) farm oper
ator level-of-living indexes. Data for all of these could not be
secured on a strictly comparable basis over identical periods of
time, so figures for the closest dates were used wherever
possible.
Table 9 contains data on average value per farm of land and
buildings for the state and sample counties for the years 1940,
1950, and 1959.
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TABLE 9
AVERAGE VALUE OF LAND AND BUILDINGS PER FARM,
MONTANA AND EIGH T SELECTED COUNTIES, 1940-1959

State and County

A verage Value of Land and
Buildings per Farm
1940
1950J
19591

$71,206
Montana_________________________ ______
. 75,646
C arter_________ ____ ________________ ___
88,802
Garfield ___ __ _____________________ ____
93,245
Golden Valley ........
........ .
99,046
Judith Basin ______ _____________________
M adison....................................... ... 75,628
Petroleum ...... .................... ......... ..... 85,192
Powder River ...... ....... .... ....... ..... ___ 84,932
. 58,054
Sheridan ............... .......

$27,660
29,295
24,532
29,104
46,054
37,075
30,527
30,571
21,443

$ 8,373
5,363
2,823
5,735
10,461
12,264
4,683
5,033
5,754

’
Based on sample.
Source: U.S. Department of Commerce, Bureau of the Census, Census
of Agriculture3 1940, 1950, 1959.

Although decreased value of the dollar since 1940 has con
tributed to inflated values of farm property, the changes re
vealed in Table 9 are none the less startling. It is abundantly
clear that reduction in the farm population of the state and
its rural counties has been accompanied by a dramatic increase
in farm values.
While not nearly so great, increases in family income have
also been considerable. Table 10 presents figures on median
family income in the state and the sample counties for 1949
and 1959. Median income for the state is computed for all fam
ilies, rural and urban. Since urban income levels tend to exceed
rural levels, this has an expansive effect on the state median.
None of the sample counties contains urban population, hence
this factor is absent for the counties.
It will be noted that all counties for which data were avail
able at both periods registered increases in family income.
While with one exception (Petroleum) the county figures were
below the state figure for 1959, the difference is not as great
as might be expected. Increases in median income over the
decade in the individual counties compare favorably with the
increase for the state. It must be concluded that decline in
farm population has had a favorable effect on family income.
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TA BLE 10
M EDIAN FAM ILY INCOME, M ONTANA AND
E IG H T SELECTED COUNTIES, 1949 AND 1959
M edian Fam ily Income'
1949
1959

State and County

M o n t a n a ____________________________________________ $3,225
C a r t e r ___________________________________________
2,315
G a r f i e l d _________________________________________ N.A.
G olden V a lle y ___________________________________
N.A.
Judith Basin _______________________________________
3,300
M a d i s o n _________________________________________
2,643
Petroleum _______________________________________
N.A.
P ow der R i v e r ___________________________________
3,217
S h e r id a n _________________________________________
2,633

$5,403
4,199
3,311
4,044
5,323
4,470
5,418
4,797
4,558

N.A. Not available.
'Based on sample.
Source: U.S. D epartm ent of Com m erce, Bureau of the Census, County
and City Data Book, 1962.

The final index of economic change, farm operator level-ofliving, is perhaps the most important. This brings together in
one index number a composite statement of the position of farm
operators in terms of several significant items in the level of
living. Table 11 presents farm operator level-of-living indexes
TA BLE 11
FARM OPERATOR LEVEL-OF-LIVING INDEXES,
UNITED STATES, MONTANA, AND E IG H T SELECTED COUNTIES,
1950 AND 1959
U.S., State, and County

L evel-of-Living Index
1950
1959

United S t a t e s _________________________ ______________
Montana ____________________________________
Carter _______________________________________________
G arfield ________________________________________
G olden V alley _______________________
Judith B a s i n _____________________________________
M a d i s o n _____________________________________________
P e tr o le u m _______ _____________________________
P ow der R i v e r _______________________________________
S h e r id a n _____________________________________________

59
56

100

71126
118
59117

82 132
149
59117
56
118
73
114
98

Source: U.S. D epartm ent of Agriculture, E conom ic R esearch Service,
E conom ic and Statistical Analysis Division, Farm Operator Level-of-

Living Indexes for Counties of the United States, 1950 and 1959,
Statistical Bulletin No. 321.
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for the sample counties, Montana, and the United States for
1950 and 1959.
As developed by the U.S. Department of Agriculture, the
farm operator level-of-living index includes the following
items: average value of sales per farm; average value of land
and buildings per farm; percentage of farms with telephones;
percentage of farms with home freezers; and percentage of
farms with automobiles. As a basis of comparison, the United
States average for 1959 is taken as 100; figures for 1950 and
1959 are directly comparable.
Inspection of Table 11 reveals considerable variation among
the counties in level-of-living indexes. In both 1950 and 1959,
the average for the state was above the national average. In
1950, two of the sample counties (Carter and Powder River)
were slightly below the national average; two (Garfield and
Petroleum) were at the national average, and the remaining
four counties were above. Four counties were below the state
average and four were above it in 1950.
In 1959, all of the sample counties had level-of-living indexes
higher than the national average, but only three counties (Gol
den Valley, Judith Basin, and Madison) had indexes above the
state average. Madison County had the highest index in both
years.
While these data are not conclusive, they do suggest that
reduction of rural-farm population has improved the level of
living of those farm operators who remain. In comparison with
the national average, farm levels of living were relatively
higher in 1959 than in 1950, although they had not advanced
as much in all of the sample counties as they had in the state.

Summary
This paper has attempted to explore the relationship be
tween rural-farm depopulation and certain agricultural and
economic characteristics of eight rural Montana counties. The
study reveals that the total number of farms decreased mark
edly between 1940 and 1960. As a result of the reduction in
number of farms and of an increase in total farm acreage,
average size of farms continued to increase steadily. Average
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value of farm land and buildings increased very sharply, and
median family income rose during the period covered by the
study.
While total population of the counties studied decreased
between 1940 and 1960, the rural-farm population decreased
at a faster rate, and the proportion of persons engaged in agri
culture declined notably. Farm operator level-of-living indexes
rose in all counties, suggesting strongly that reduction in agri
cultural population is accompanied by a raising of economic
levels for those persons and families who remain on the farm.

Montana’
s Commercial and
Residential Construction Industries
ROBERT € . HARING
Assistant Professor of Business Administration
Montana State University, M issoula

Introduction
Construction generally is the building of real property assets
and, therefore, an important indicator of personal wealth and
capital”investment in the state. Many different types of
assets are built by construction activity: the residences of
Montana households; the real properties of business and in
dustry; the schools, roads, bridges, and dams throughout the
state which are owned by various government agencies. Thus,
Montana’
s construction industry is represented by businesses
which build domestic residences and construct public and
private commercial buildings of all types, and receive public
expenditures for construction, particularly including roads
and dams. Firms in other industries, particularly lumber,
regularly engage in construction work such as building roads,
but these activities are not included in this report. State
and county self-construction operations are also excluded from
this survey.
According to the Census of Population the construction in
dustry employed 14,900 persons in Montana in 1960, and this
estimate (which counted all wage and salary workers, proprietors, and self-employed contractors) represented less than
one percent gain in employment over the decade 1950-1960.
his employment figure includes 6.5 percent of Montana’
s em
ployed labor force. And, the industry represents the means
0 employment for more people, mostly Montanans, than the
lumber industry (6,800) and exceeds in the size of its employ
ment the mining and all primary metals industries (11,600) and
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the transportation industries (14,000). (See Table 1.) While
several industries in Montana reduced employment levels over
the 1950-1960 period the apparent longer run stability (with
out growth) in construction industries deserves a detailed ex
amination.
Monthly employment figures reported by the state Unem
ployment Compensation Commission indicate little annual
change over the past dozen years. In 1950 an average of 10,500
TA B LE 1
CH A N GES IN M ON TAN A’
S EM PLOY ED LA BO R FORCE,
BY IN D U STRY GROUP, 1950 TO 1960
N um ber E m ployed

Industry Group

1960

1950

Percent
Change

Total em ployed labor force 1 ______________
231,270 218,180
6.0
A griculture ___________________________________ 39,479
54,029
26.9
Forestry and fis h e r ie s -------1,365
884
54.4
M i n i n g _________________________________________ 6,782
9,301 -27.1
CO N STR U CTIO N ________________________
- 14,911
14,772
0.9
Manufacturing, t o t a l _________________ --------- 23,439
18,681
25.5
L um ber and w ood products, fu r n itu r e _______ 6,813
4,711
44.6
Prim ary m etal in d u str ie s------4,891
5,553 —11.9
Other durable g o o d s ------------------------ 2,343
1,620
44.6
F ood and kindred p r o d u c t s -----------------4,243
3,493
21.5
Printing, publishing and allied p r o d u c t s ---- 2,709
1,893
43.1
Other nondurable good s ______
2,440
1,411
72.9
Transportation, t o t a l ___________
13,990
17,306 —19.2
Com m unications ______________________
3,606
2,254
60.0
Utilities and sanitary s e r v ic e .. .... ---3,417
3,205
6.6
Trade, t o t a l -----------47,094
41,414
13.7
Finance, insurance and real e s ta te ______________ 8,035
5,006
60.5
Services, t o t a l ______________
51,451
37,593
36.9
P ublic adm inistration 2 ___________________
12,590
10,101
24.6
Industry not reported -___
5,111
3,634
40.6
’
In clu d es w age and salary workers, self-em ployed persons, and unpaid
fam ily workers.
in c lu d e s only those governm ent em ployees en gaged in activities which
are uniquely governm ental functions, such as legislative and judicial
activities and m ost of the activities in execu tive agencies. E m p l o y e e s
o f governm ent agencies en gaged in educational services and in activi
ties com m only carried on also by private enterprises are classified in
the appropriate industrial category.
Source: U.S. D epartm ent o f Com m erce, Bureau of the Census, U.S. Cen

sus of Population: I960, General Social and Economic Characteristics,
Montana.
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laborers were employed; by 1962, 12,300.1 The year to year
variations in employment are far less in magnitude than actual
seasonal changes. For example, in 1962 construction employ
ment exceeded 14,000 men and women from June to Septem
ber, but typically fell to less than 9,000 from January to March.
(Chart 1). Contrary to popular belief, employment by build
ing contractors fluctuates less seasonally than employment by
other construction categories. These seasonal fluctuations in
employment in all categories of construction activity mark
similarly drastic changes in actual construction activity within
each year. But, in spite of considerable seasonal unemployment
in the construction industry the average annual wage per
worker increased from $3,418 in 1950 to $6,191 in 1962, at which
’
T he discrepancy between Census estimates and the state U.C.C. data
stems mainly from definitions and problem s of counting small, par
ticularly noncorporate, construction businesses. Thus, while the Census
figures are m ore inclusive in definition, the U.C.C. figures are both a
m ore accurate cross-reference and reported on a regularly recurring
basis.
CHART 1
MONTHLY EMPLOYMENT IN THE CONSTRUCTION INDUSTRY,
MONTANA, 1962
NUMBER
OF
WORKERS

Source:

Unemployment Compensation Com m ission of Montana.
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TABLE 3
NUMBER OF EMPLOYERS, TO TA L W AGES DISBURSED,
AND ESTIMATED AVERAGE W AGE PER W ORKER IN MONTANA
CONSTRUCTION INDUSTRIES, FISCA L YEARS 1950-1962
Fiscal
Year
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959

Num ber of
Em ployers
---------------------------------------------------------------------

-------------------------------------------------------------------------------- .=-------- -----------------------1960 --1961 -----------------1962 ...................

1,350
1,442
1,429
1,534
1,668
1,796
1,945

2,054
1,712
1,689
2,048
1,998
1,967

Total W ages
$32,911,145
42,606,616
40,867,667
41,853,535
41,312,547
45,756,548
43,916,422
48,304,296
44,709,151
51,084,884
53,738,117
61,626,275
73,341,589

A verage W age
$3,418
3,753
4,375
4,309
4,283
4,548
4,494
4,742
4,898
5,121
5,239
5,597
6,191

Source: Unemployment Com pensation Com m ission of Montana.

time this industry disbursed the highest average wage of any
major industry group in Montana. (See Table 3.)
However, these economic contributions of the industry have
not occurred without obvious “
social costs.” While this indus
try s laborers represent roughly 20 percent of all employees
covered by the state unemployment insurance program, the
annual value of contributions made by construction employers
falls far short of covering the annual value of benefits paid by
the commission to construction workers during regularly re
curring seasonal changes in employment. Thus, in spite of year
to year stability in employment, the construction industry has
become a substantial net drain upon the financial resources of
the state Unemployment Compensation Commission. (See
■Table 4.)

Construction Activity
Information about construction firms in Montana and about
t eir operations is limited. However, recent estimates of the
! ernPloyment size and number of construction firms in Montana
are used m this study to show a basic competitive structure for
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TABLE 4
CONTRIBUTIONS TO THE STATE UNEMPLOYMENT
COM PENSATION FUND BY TH E CON STRU CTION INDUSTRY
AND BENEFITS PAID FROM THE FUND
T O CON STRU CTION WORKERS, MONTANA
FISCA L Y EARS 1950, 1955, AND 1960-1962

Fiscal Year
1950
1955
1960
1961
1962

_

Contributions
.... $ 671,692
868,348
1,076,486
1,218,293
1,277,962

Benefits
$ 863,206
1,049,211
3,588,462
3,693,231
2,681,780

Ratio of Benefits to
Contributions (Percent)
Construction All Industries
128.5
120.8
333.3
303.1
209.8

113.4
93.9
214.4
137.4
153.8

Source: Annual Reports of the U nem ploym ent Com pensation Com m is
sion of Montana, Employment Security in Montana.

the industry. The number of firms bidding on various state
contracts is roughly 800, although a substantial number of these
businesses are not construction firms but retail and wholesale
businesses—such as office equipment businesses and general
building suppliers. Obviously this group of license holders
does not contain more than a few large contracting firms since
over 95 percent of the firms in this industry possess annual
taxable payrolls of less than $100,000. Larger out-of-state
firms bid for and acquire the vast proportion of the total value
of contracts for public construction. As reported by the Un
employment Compensation Commission over the period 19501962, the number of construction firms increased from 1,350 to
1,967. However, the greater number of firms, approximately
70 to 80 percent, are small local contracting businesses that
seldom operate beyond the geographic limits of their citycounty areas of residence. (See Table 5.) Obviously these
smaller contractors are engaged principally in residential con
struction, repair and modernization of dwellings. The larger
firms seem to face substantial price competition in bidding for
public contracts both from contractors located in the urban
areas of the construction site and from out-of-state firms, par
ticularly those from Washington and Idaho.
Montana’
s construction market is segmented: see Tables 6
and 7, which show the independent annual changes in con-
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TABLE 5
DISTRIBUTION OF CON STRU CTION FIRM S BY TYPE OF
ACTIVITY AND NUMBER OF EMPLOYEES, MONTANA,
AS OF 1st QUARTER, 1959
Number o f E m ployees Per Firm
0-3 4-7 8-19 20-49 50-99 100-249
All contract
construction_______ -767
Building construction 223
Construction other
than b u ild in g....... - 62
Special trade
contractors________ .471

Total
No. of
Firms

249
82

175
59

51
20

17
10

1

1,260
394

28

33

16

6

1

146

139

83

15

1

709

Source: U.S. Department of Commerce, County Business Patterns, 1959.

struction activity, particularly residential construction, in
dustrial and commercial construction, and various categories
of public works. The total construction figures presented in
Table 6 do not include the building activities of non-construc
tion businesses and exclude some small contractors and house
holds (e.g., do-it-yourself-work). However, they obviously
represent the vast proportion and nearly total value of con
struction activity for the state.
Over the years 1950-1962 the annual value of construction
activity has varied more widely than employment. Peak con
struction years occurred in 1952, 1955-1956, 1958, and 1961-1962.
The 1960 value of total construction activity of roughly $130
TABLE 6
CONSTRUCTION CONTRACTS BY TYPE OF CONSTRUCTION,
MONTANA, 1956-1962
(thousands o f dollars)
Type of
Construction
1962
1961
1960
1959
1958 1957
1956
T(*al ------.....— 192,543 194,616 133,438 134,113 161,864 139,069 213,965

Nonresidential
buildings ....38,507
Residential
buildings ....43,026
Public works

30,317

34,706 37,440 34,690 34,853

38,611

57,995

52,099

55,511

46,128 55,760

45,456

and utilities 111,010 106,304 46,633
Source: F. W. D odge Corporation.

41,162

81,046

48,456 129,898
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million is probably about the annual level attained in 1952 and
approximately one-half of the 1955 level. Construction values
in 1961-1962 of $195 and $192 million represent substantial in
creases in comparison with the years since 1956.
Because the erratic changes in construction frequently
stemmed from sudden large industrial expenditures or rela
tively large federal public works projects, including construc
tion by the national military establishment, the largest number
of Montana construction firms were affected very little by
these changes. However, private building or contracting ac
tivity, as distinguished from public, also changed erratically
with prosperous periods in 1952-1953,1956,1959, and 1961.
In the main, total value of new construction in Montana has
increased steadily from 1959-1962 following relatively large
public works expenditures in 1958; this recent growth trend
in output has begun to affect both employment and selling
prices in the industry.
In 1960, for example, residential construction comprised 39
percent of total construction value, non-residential (commercial
and industrial) buildings was 26 percent of total construction
value and public works and utilities construction was 35 per
cent. Thus, construction of all types of buildings accounted
for at least 65 percent of construction activity. Public works
projects and private utility contracts comprised the remaining
35 percent. Years of growth and prosperity in construction,
for example 1961 and 1962, were marked by increased import
ance (60 percent in 1962) of public works and utility contracts.
(See Table 6.)
Certain types of construction activities in Montana also are
measured by other surveys, in this case by engineering con
struction contracts awarded and the value of building permits
issued by Montana cities. The value of engineering construc
tion contracts awarded, as shown in Table 7, does not agree
exactly in amount with Table 6. The engineering contracts
awarded series represents a more thorough survey of larger
projects and presents clearly the relative importance of public
aud private nonresidential construction activity. The value
°f building permits in 17 Montana cities, as shown in Table 8,
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is both a conservative estimate of construction in those cities •
and a partial survey of building activities within the limits of :
M ontana’
s cities. Over 90 percent of urban construction (as
measured by the value of building permits) occurs in the 10
largest cities. However, construction outside the city limits is
a very large proportion of total residential and commercial
building.

Conditions Influencing Demand for Construction

The rate of housebuilding, new business construction, and the j
flow of public works construction are determined by dis- j
similar factors. The rate of housebuilding is influenced prim
arily by vacancy rates and the existing stock of houses, changes
in population, distribution of personal income, and the ability
of households to finance the acquisition of real property. Al
though commercial construction in Montana has changed
erratically, its value should tend to be closely related to busi
ness profits. Since much of this type of business construction
is investment by manufacturers, it is related to conditions out
side the state economy, such as national and international lum
ber and primary metals prices. Public construction by federal,
state, and local government units is a relatively large and er
ratic proportion of total construction activity. For example,
since 1950 public works contracts have ranged from $23 million
to $117 million, not including unclassified defense expenditures.
(See Table 7.)
Generally, these two major sectors, business and public con
struction, comprise a minimum of 60 percent of the total, and
their continued volumes are less sensitive to shorter run
changes in personal income, population, and marketing efforts
than is the residential sector. However, the erratic record of
expenditures by the public sector is expected to continue at
rates higher than previously observed. Over longer periods
business investment in real properties can be expected to be
correlated closely and positively with the composition of future
population, their location, and their distribution of income.
M ontana’
s demographic features, such as the rate of house
hold formation and population growth and characteristics,

MONTANA9S CONSTRUCTION INDUSTRIES

57

58

MONTANA BUSINESS QUARTERLY

when coupled with forecasts of personal income changes, indi- j
cate a slow rate of housing construction in the future. Mon
tana’
s population increased from 591,000 in 1950 to 675,000 in
1960, an increase of only 14 percent over the decade. Montana’
s|
176,000 households in 1950 increased to 202,000 by 1960, roughly
a 15 percent gain over the decade; this is clearly a less rapid
growth than the rate for the United States as a whole. Fur- i
thermore, the marriage rate in Montana has declined from 12.2 I
in 1950 to 9.1 in 1958 and 9.5 (per thousand population) in ;
1960. That is to say the 7,235 marriages in 1950 was the
high point in the decade 1950-1960. Thus, declines in the
marriage rate coupled with meager increases in overall popula
tion have resulted in erratic but slightly declining net additions
to households through marriage. Finally, the population fore
cast for Montana in 1965 is only 693,0002 — indicating only
meager additions to the existing stock of houses in use. Fewer
qualified household buyers than houses on hand (built and in
process, but unsold) will influence future residential construc
tion and this may be viewed as a condition of general over
capacity within the industry. In addition, demand for new
construction is influenced by the fact that a large proportion
of existing houses owned by households are relatively new
and often are resold at prices at which new homes are marketed.
The relatively young average age and distribution of resi
dences by age in Montana in 1960 clearly is associated with
higher average prices. More expensive residences appeared
during the 1950’
s as the new homes constructed generally were
larger than those built earlier. (Tables 9, 10, and 11.) Thus, j
Montana possesses a stock of more expensive, relatively new,
large sized homes in comparison to earlier periods. Indeed,
the overall improvements in Montana’
s housing since 1950 were
more dramatic than for the United States as a whole. For |
these reasons average selling prices of new houses here are
increasing, and presently out of reach for many low income
households. Large numbers of lower-income households in
aO. F. Litterer and L. C. Lehman, “
Housing and Mortgage Markets,”
Monthly Review Supplement, Federal Reserve Bank of Minneapolis,
September 1956, p. 27. cf. 1961 Statistical Abstract of the United States,
p. 10.
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Montana have been forced to acquire title and housing service |
in a variety of ways other than direct purchase of new homes i
through conventional financing:
1. Contract financing3 where the seller, either contractor or j
household, hopes the contract (usually an escrow) will soon b e ;
liquidated by the buyer, frequently through conversion to a!
conventional mortgage.
2. Mobile homes which generally are available on inter-1
mediate term installment credit.
3. Piecemeal residential construction on a family or do-it- j
yourself basis with limited financial assistance from lumber
yards and suppliers during the period of construction and rela- \
tively small conventional mortgages afterward.
In the main, Montana lacks a flow of new households in to'
higher income categories, both from the standpoint of increased
personal income of the number of existing resident families
and from net additions to the state of higher income house
holds, which would support an increased growth rate in the
sale of residences at or near existing prices. Consequently,
residential construction activity is expected to expand very
slowly, if at all.

Financing As It Affects Groivth of the Industry
The financing of construction activity occurs in many ways,
principally by the generation of internal and external funds by
contracting businesses, in which case there is no way to clearly
identify the magnitude of its occurrence. Construction firms
performing so-called “
engineering contracts” generally have
less of a problem in financing construction because they run
reduced risks of losing income by default and few delays in
payments for construction incurred. Rapid or advanced pay“
Norm ally this arrangement is used when the buyer is unable to make
a sufficiently large dow n paym ent with w hich to assume an existing
m ortgage on the property, and when the buyer is unable to qualify for
a loan of sufficient size from a financial institution. The seller, in effect,
“finances” the buyer by relinquishing possession of the property in
return for contract paym ents on the acquisition of the property. See
H. F. Lusk, Law of the Real Estate Business (Richard D. Irwin, Inc.,
Homewood, Illinois: 1958) pp. 184ff.
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ments by government agencies on public works contracts, use
of government contracts by contracting firms to secure loans
from financial institutions, both in Montana and out-of-state,
progress payments by business corporations, and/or construc
tion loans to the buyer all promote ease in financing.
The greatest risk and uncertainty of financing in the con
struction industry occurs in the residential construction sector.
The largest proportion of houses being built are unsold at
the time of construction. Thus, since 1955 in Montana, the
sale of existing new homes to households has become a principal
problem in this industry. Contracting firms building resi
dences regularly are unable to finance continuous operations
because of delays in selling a large proportion of the houses
just completed. This interruption of construction activities
often is caused directly by the inability of sufficient pros
pective buyers to finance the acquisition of new homes.
The observed trends toward regular flows of new residential
financing (see Table 12) and the gradually increasing real
estate loan balances of Montana financial institutions suggest
that practically all new residences are financed, in some part,

TABLE 12
ESTIMATED ANNUAL VALUE OF NONFARM M ORTGAGES OF
$20,000 OR LESS RECORDED IN MONTANA, CLASSIFIED
BY TYPE OF MORTGAGE, 1950-1961
(thousands of dollars)

Year
1950
__
1952
...
1953
...
1954
...
1955
1956
...
1957
...
1958 __
1959
...
1960
...
1961
...

Total
42,477
40,038
43,741
55,184
74,268
78,647
64,801
67,711
77,028
69,183
78,437

IndiSavings
Insurance Commercial viduals
and Loan
and Other
Banks
Associations Companies
13,686
14,842
12,910
17,352
18,737
19,306
18,319
24,351
26,458
19,050
26,341

4,467
2,906
5,293
8,237
8,869
7,183
4,192
3,324
3,733
6,326
5,578

Source: Federal Home Loan Bank Board.

12,805
10,934
12,416
16,992
29,946
32,865
23,215
24,591
31,233
25,105
29,110

11,519
11,356
13,122
12,603
16,716
19,293
19,075
15,445
15,604
18,702
17,408
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by mortgage.4 And, while this proportion of mortgage financ
ing may continue in the future, the observed rates of growth
in new residential housing construction likely will decline.

Pricing As It Affects Growth
Of the Construction Industry
A significant part of obviously increasing Montana residen
tial housing prices can be explained by the general newness
of residences, their size and quality. A large proportion of
homes (25 percent) were built in Montana after the war, mostly
after inflation in the construction and raw materials industries
was thorough and widespread. Thus, increased cost of ma
terials and labor also contributed to the high housing costs
and selling prices since 1955-1956. For similar reasons there
was a substantial increase in rental charges; the 1960 Census
of Housing reported a 65 percent increase in median rent be
tween 1950 and 1960, and this figure may be underestimated.
Finally a continuation of high priced housing is likely if the
observed trends toward larger and high quality residential
dwellings continues. In the main, increasing residential hous
ing prices and rents after 1950 occurred principally because
homes constructed postwar were larger and of higher quality
than earlier, and because large additions to the present stock
of residences in use occurred during a period of inflated con
struction costs.

Summary and Conclusions
M ontana’
s construction industry has expanded rather slowly
and erratically since World War II. Some 2,000 firms (mostly
small local contractors and subcontractors) comprise this in
dustry which employed a maximum of 15,000 laborers, but
an average of 12,000 in 1962. In 1962, workers in the industry
were receiving the highest average wage of all major industry
groups in Montana, and its employees represented 7 percent of
all nonagricultural wage and salary workers in the state. Con‘
The financing of real estate in Montana is to be discussed in a subse
quent article.
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struction activity changes violently from month to month
during the year, and for this reason monthly employment varies
sharply and the benefits of unemployment insurance are util
ized widely by workers in the industry.
Total annual output and average employment generally ex
panded between 1950 and 1962 at a very slow pace, and with
recurring cyclic interruptions in its growth. Government con
struction spending, particularly federal expenditures, was the
major positive force which resulted in an overall growth trend
in construction output in Montana. Private industrial and
commercial construction (excluding public utilities) was esti
mated at only 16 to 28 percent of the total construction con
tracts in the last several years, although in earlier years it
represented a larger segment of construction output. Resi
dential construction, the vast proportion of which occurs in
or very close to the ten largest cities in the state, has accounted
for from 21 to 41 percent of the total value of new construc
tion.
The annual rate of new construction since 1950 has resulted
in substantial additions to private and public wealth in Mon
tana. The current rate of $192 million in 1962 almost regained
the high of $214 million reached in 1956 which was a year of
temporarily high construction output. In spite of the cyclic
changes in construction output, the level of new production
since 1950 has resulted in the building of fully 25 percent of
Montana’
s present residences. These additions to personal
wealth were more substantial than the proportion indicates
because of the larger average size and improved facilities of
new y constructed homes and the fact that many rural farm
residences constructed prior to 1930 have disappeared. Thus,
substantial overall improvement in housing has occurred
throughout the state since World War II. In the public sector,
new investment in road systems, school construction, city im
provements such as sewage systems and bridges, and federal
projects such as dams which have added to upstream storage
of potential power and to conservation of natural resources
nave added to the public wealth.
Generally, the proportion of home ownership, observed par-
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ticularly in the number of owner-occupied dwellings, increased
over the decade 1950-1960. This gain in personal wealth did
not occur without an almost corresponding initial increase in
personal debt, in this case mortgage debt. The increase in
home ownership, then, was possible only with the presence of
large volumes of mortgage financing through Montana financial institutions. However, beginning in 1955 as the rate of
home ownership increased, residential construction activity
and the flow of mortgage financing in Montana ceased to expand further. This interruption of growth in residential con
struction output and value was caused principally by reduced
numbers of qualified household buyers who had not already
acquired homes. This condition is, in turn, attributed to the
slow rate of household formation and population growth, and
to the relatively large proportion of low-income households.
In the main, declines in residential construction have been
offset principally by government expenditures for construc
tion. The increased construction activity in 1961-1962, corre
sponding in magnitude to the peak construction years of 19551956, occurred principally because of increased government
spending. Thus, growth in construction activity in Montana
during the next decade is unlikely without major increases in
the rate of industrial and commercial construction or vast gov
ernment construction spending. And, while business industrial
construction, particularly through entry of new industry in the
state, is economically desirable, that category of construction
has been erratic, occasionally large, but usually relatively small
part of total construction activity.
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